A study on key success factors and variables among cottage and village industries contributing towards consumers satisfaction and loyalty in Northern Kedah / Mohammad Zaki Ayob and Fatimah Mohd Saman by Ayob, Mohammad Zaki & Saman, Fatimah Mohd
A STUDY ON KEY SUCCESS FACTORS AND VARIABLES AMONG COTTAGE AND VILLAGE INDUSTRIES CONTRIBUTING TOWARDS CONSUMERS SATISFACTION AND LOY AL TY IN NORTHERN KEDAH 
DISEDIAKAN OLEH : 
MOHAMMAD ZAKI AYOB 
FATIMAH MOHD SAMAN 
JUN 2007 
Bahagian Hal EhwaJ Akademik I 
Jabatan 
Pengurusan Perniagaan 
Tarikh 10 Jun 2007 
No. Fail Projek 
Prof Dr Azni Zain Ahmed 
Universiti Teknologi MARA (UiTM) Kedah 
Kampus Sungai Petani, Peli Surat 187 
08400 Merbok, Kedah. 
Tel : 04-4562252 Faks : 04-4562223 
e-mail : mdzaki373@kedah.uitm.edu.my 
Penolong Naib Canselor (Penyelidikan) 
lnstitut Penyelid ikan , Pembangunan dan Pengkomersilan 
Universiti Teknologi MARA 
40450 Shah Alam 
Selangor Darul Ehsan 
Prof 




LAPORAN AKHIR PENYELIDIKAN "A STUDY ON THE KEY SUCCESS FACTORS AND 
VARIABLES AMONG COTTAGE AND VILLAGE INDUSTRIES CONTRIBUTING TOWARDS 
CONSUMER SATISFACTION AND LOYALTY IN NORTHERN KEDAH" 
Merujuk kepada perkara di atas, bersama-sama ini disertakan 3 (tiga) naskah Laporan Akhir 
Penyelidikan bertajuk "A Study on the key Success Factors and Variables Among Cottage and Village 
Industries Contributing Towards Consumer Satisfaction and Loyalty in Northern Kedah." 
Sekian, terima kasih . 




mbalan Pengarah Dr.Mahadzi r Is mail (2233), Jurutrengkas Rosliza Za inon (2244), Pen.Pendaftar Syukri na Alin i Mat Ali (2382), Pegawai Eksekutif Roslimi Ariffin (2383), Peg.Sistem 
ooumat Nurul A'in Mohamed (2114), Koordinator Program : AC110 Noraini Abd ul Ra him (2470), AMllO Azizan Zainuddin (2483), BMlll Siti Meriam Ali (2469), BM112 Zakarya 
TABLE OF CONTENTS 
TABLE OF CONTENTS ............ ... ......... ........... .......... ............................. ........... .... .... .. .... .. .... .. ......... .... ... 1 
Abstract 3 
I CHAPTER ONE: Nature and Background of the Study ............. ... .... .................................... .. ... .4 
1.1 Introduction ....... ...... ... .... ... .................... ........ ......... ........ ............. ...... ............. ..... ............. ............ 4 
1.2 Statement of the Problem .. ....... ............ .......... .............. .................... ........ ............ .. ........ ... ........... 5 
1.3 Objectives of the Study ............. ..... .... ......... ................................................................................. 5 
1.3. 1 To obtain respondents' feedback regarding product attributes such as taste, packaging, 
freshness, attractiveness, availability, price, retail display, promotion, product value, health 
benefits, overall product fulfillment, overall product quality, in meeting expectations, and in 
comparison to the ideal competitors ..... .. ...................................................................................... 5 
1.3.2 To know the percentage of respondents who had prior experience and awareness about the 
products' existence? ........ .............. ..................... ... .... ................. ...... ........... ..... .. .... .. .. .. .... ... ......... 5 
1.3.3 To know the regression coefficients of each measured variable towards their respective latent 
variables ............ ......... ............................ ... ..... ... ........ ....... ....... ..................... ... .... ..... ...... ......... ..... 5 
1.3.4 To know the total effect of Service Quality on Customer Satisfaction ................ .... ...... ...... .. ... ... 5 
1.3.5 To know the total effect of Product Quality on Customer Satisfaction .... ....... ......... ... ..... ... ....... .. 5 
1.3.6 To know the total effect of Customer Satisfaction on Customer Loyalty .................................... 5 
1.4 Research Questions and Hypotheses ............................. ......... ................... ...... ... ....... .. ... .............. 5 
I .4. I What are the res pc. 1dents' assessments of cottage products in terms of taste, packaging, 
freshness, attractiveness, availability, price, retail display, promotion, product value, health 
benefits, overall product fulfillment, overall product quality, in meeting expectations, and in 
comparison to the ideal competitors? ............................. ...... .... .... ........ ........................... ............ . 5 
1.4.2 How many percent of the target customers had prior experience with the product? .. .................. 6 
1.4.3 How many percent of the target customers are aware about the products' existence? ......... ..... ... 6 
1.4.4 What are the regression coefficients of and causal strengths of latent (y) and measured (A) 
variables? .. ......... ........ ....... ...... .. ...... ...... ... ......... ..... ................ ......... ... ... ... .... ..... ... .. ... .... ............... 6 
1.4.5 What is the total effect of service quality on customer satisfaction ........ ..................................... 6 
1.4.6 What is the total effect of product quality on customer satisfaction ..... ....................................... 6 
I .4.7 What is the total effect of customer satisfaction on loyalty? ........................................................ 6 
1.5 Assumptions, Limitations and Delimitations ........ .... .. .. ...................... ... ...................................... 6 
1.6 Definition of Terms ................. .................... ................................................................................. 7 
2 CH APTER TWO: Literature Review .. .. ... ...... ........ ...... ... ..... .......... .... ....... ..... ..... ...................... 10 
3 CHAPTER THREE: Research Methodology .................. ...... ........ ........... ...... ........... ... ............. 15 
3.1 The Information ...... ..... .. ........ ........ ...... ....... ....................... .... .... ...... ......... ........ .................. .... ... 15 
3 .2 Target Population ................................................................................................. ..... ... ... ........... 15 
3.3 Sample Selection .. .... .... ........... ....... ....... ......... ........ .... ......................... ... ....... ........... ...... ... ..... .... 16 
3.4 Questionnaires .................. ......... ..... ............ ...... ..... .... ... ..... ...... ..................... ....... ..... ....... .......... 16 
3.5 Data Collection .... . ... .................. .......... ...... ...................... ...................... ...... ....... ...... ................ 18 
3.6 Scal ing ........................... ............. ..... ........... ................................................................................ 18 
3. 7 Data Analysis .. .. ...... ........... ........ .... ... ............... ............ ........... ............. .... ...... ..................... .. ..... 18 
3.8 The Measurement (CFA) Model .... ....... ................... ........... ........... .. ......... ................................. 19 
3.9 Basic Theories of Measurement (CFA) Model ................. ......... ........ .... .... ..... ..... ....... .. ... .......... 19 
3. 10 Model ldentification .................... ................... .... .................... ... .............. ................................... 22 
3.11 Analysis of Research Objective I ... ........... ........... ... .. ................. ............. ...... ............................ 23 
3 . 12 Analysis of Research Objective 2 ................. .............. ... ... ......................................................... 24 
3.13 Analysis of Research Objective 3 ........... ..................... ........ ...... .... ...... ....... ....... ........ ................ 24 
3.14 Analysis of Research Objectives 4, 5, and 6 .... ...... ................ ....... .... .................. ... ..... ......... ...... 24 
4 CHAPTER FOUR: Data Analyses and lnterpretations .... ........ ............ ........... ..... ...... ... .... ..... ... . 26 
4.1 Model Identification .. ......................... ..... ..... ... ................. ... ......... ............ ............ ........ .............. 26 
4.2 Findings Related to Research Objective I ....................... ... ...... ............................. ........ ........ ... . 26 
4.3 Findings Related to Research Objective 2 ............... ............ ............ ................. ... ... ....... ............ 26 
4.4 Findings Related to Research Objective 3 ........... ........................... ........................ .. ................. 28 
4.5 Findings Related to Research Objectives 4, 5, and 6 ..... ... ................... .. ....... ......... .... .... ........... . 33 
5 CHAPTER FIVE: Conclusions and Recommendations ..... ...... .......... ............ ... .. ..... .. ... ...... .... ... 34 
6 Bibliography ......... .......... .... .. ........ ................ .............. .......... ... ...... .... ............ ...... .. .......... .. ........ . 38 
2 
Abstract 
Numerous efforts had been undertaken by government agencies to improve rural poverty. One 
initiative is establishing cottage-based enterprises that are intended to function as all-year revenue 
generators for farm families. The issues related to this initiative are market acceptance, 
competitive advantage, customer satisfaction, and loyalty toward these products. This study was 
thus conducted to find out present customer ratings on important variables that contribute to 
customer satisfaction and loyalty. A group of existing and potential customers were selected to 
provide feedback for this study and their age group range from 13 to 25 years old. However, 
73.7% of the selected respondents were above 20 years. Sample subjects were subsequently 
interviewed based on some '· ~aste tests" provided and data were collected after the taste test. Due 
to the lack of a reliable sampling frame, nonprobability sampling technique was used. The 
selection of sample subjects was based on their ability to discriminate product attributes and assess 
service quality. The information collected relates to Product Quality (taste, packaging, freshness, 
attractiveness, and health benefits), Service Quality (availability, price, display, and promotion), 
Customer Satisfaction (value for money, fulfillment, overall quality, and exceeding 
expectations), and their indication of Product Loyalty (comparable to ideal, willing to 
recommend, confident people will be loyal, self willing to be loyal). The period of study was 
from September 2004 to April 2005. The Structural Equations Modeling was utilized to 
obtain an acceptable model, regression coefficients and causal strengths oflatent (y) and 
measured (A) variables. The., test result shows that presently Service Quality influences 71.3% 
towards Customer Satisfaction while Product Quality only influences 14.7%. Customer 
Satisfaction, however, explains 98% of Customer Loyalty. Based on these data, the current 
predictor of Customer Satisfaction is Service Quality. Hence, there is a need to enhance Product 
Quality and its attributes besides maintaining Service Quality. 
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